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Factory name
IEM  
Date of audit  
Days in the facility  
PC(s)
Number of workers
Product (s)
Production processes
[Status]
FLA Code/ Compliance 
issue
Country Law/Legal Reference FLA Benchmark Monitor's Findings
Documentatio
n
Best Practice
PC Internal Audit Findings 
(Optional)
PC Remediation Plan
Target 
Completion 
Date
Factory Response 
(Optional)
Company Follow Up                                 
(May 20, 2004)
Documentation
Completed, 
Pending, 
Ongoing
Company Follow Up                       
(Nov ember 25, 2004) 
Documentation
Company Follow Up                            
(June 2006)  
Documentation
ALGI IEV                                                
(May 22-23, 2006)
Documentation
Company Follow Up                         
(August 2006)
Documentatio
n
Company Follow Up                      
(December 2006)
Documentatio
n
Company Follow Up                                    
(September 2007)
Documentatio
n
Company Follow Up                                
(Nov ember 29, 2007)
Documentation
Company Follow Up 
(July 2, 2008)
Documentatio
n
Company Follow Up 
(June 11, 2009)
Documentation
Company Follow Up 
(January 20, 2010)
Documentatio
n
Company Follow Up 
(December 20, 2010)
Documentatio
n
Company Follow Up 
(May 2012)
Documentatio
n
Company Follow Up 
(December 2012)
Documentation
Company Follow Up 
(February 2014)
Documentation Status
1. Code Awareness
Worker/Management 
Awareness of  Code
FLA Principles of Monitoring, 
Obligations of Companies: Ensure that all 
company  f actories as well as contractors 
and suppliers inf orm their employ ees about 
workplace standards orally  and through 
posting of  standards in a prominent place (in 
local languages spoken by  employ ees and 
managers) and undertake other ef f orts to 
educate employ ees about standards on a 
regular basis. 
Workers are not aware of  code of  
conduct (COC).
worker interv iew, 
record rev iew 
(There is no 
record f or COC 
training.)
Factory  has an employ ment policy  
which contains the basic content of  the 
COC.
Factory  will conduct awareness training 
f or new workers as well existing 
employ ees.
30-Aug-04 Ongoing Factory  has maintained a training 
program f or f actory  workers which 
contains COC awareness training. 
Progress made.
training records, 
materials
Factory  prov ided orientation trainings 
to newly -employ ed workers, and 
regular trainings to existing workers 
during low season. Records are kept.
training records 
and materials; 
worker interv iews
Latest training prov ided in 2006 March 
by  [Factory  Manager Assistant]. 
Attendance record, training pictures, 
and training material records were 
prov ided to audit team. Conf irmed by  
worker interv iews.
worker interv iews, 
record rev iew
Upon rev iew of  administration 
document, security  guards are 
required to work 9 hours per day  
as regularly  scheduled.
Factory  shall rev ise the policy  to state 
that all ov ertime is to be perf ormed 
v oluntarily . Workers must hav e the 
right to ref use to work ov ertime without 
any  penalty .
30-Sep-04 Complete and 
ongoing
Workers can ref use OT work without 
any  punishment, based on worker 
interv iew.
worker interv iew Voluntary  OT policy  is included in labor 
contract and f actory  rules. Factory  
management giv es orientation training 
to new workers, and ongoing regular 
training to existing workers during the 
low season on v oluntary  OT policy . 
Workers understand it well and they  
can decline to work ov ertime without 
any  penalty .
labor contract; 
f actory  rule; 
worker interv iew
As per rev iew of  f actory  policy  and 
training material, all ov ertime work shall 
be v oluntary  and the f acility  is not to 
f orce workers to work ov ertime. 
Factory  policy  is observ ed posted on 
site f or workers' inf ormation. All 
workers expressed during interv iew that 
ov ertime work is v oluntary .
security  guard 
interv iews, policy  
update, notice 
publicized
3. Child Labor
4. Harassment or Abuse
5. Nondiscrimination
Found discrimination requirements 
on job recruitment 
adv ertisements, such as only  
f emale workers are allowed in 
sewing department.
Factory  must not discriminate in hiring 
and employ ment practices; male 
workers should be giv en equal rights to 
work in all departments, including 
sewing section, if  they  want. 
Management to dev elop written policy  
and procedure f or hiring which includes 
non-discriminatory  practices. 
Management to prov ide training to 
Human Resources department in non-
discriminatory  hiring practices and 
rev ise hiring notices. 
27-Mar-02 Hiring notice rev ised and hiring practices 
changed. Male and f emale workers hav e 
equal opportunity  to apply  f or sewing or 
any  other positions in f actory . Written 
hiring policy  in place which includes non-
discriminatory  hiring practices, policy  and 
procedures to be f ollowed by  all hiring 
staf f .
hiring notice Complete Recruitment adv ertisement is observ ed 
to be in compliance. No item of  
discrimination was uncov ered. 
f actory  inspection
Risk of  Noncompliance Due 
to Lack of  Management 
Sy stems
No written policy  and procedure on hiring. record rev iew Factory  has a written employ ment 
policy  which states workers must be 
hired based on their ability  to do the 
job, rather than on grounds of  personal 
characteristics. 
30-Sep-04 Policy  in place and f ollowed by  hiring 
staf f .
document rev iew Complete Updated hiring policy  was observ ed by  
audit team. A detailed hiring procedure 
states that no discrimination is allowed 
in any  step of  the hiring process. 
Policy  and procedures were rev ised by  
HR August 20, 2004.
policy  rev iew, 
worker interv iew
6. Health and Safety
Ventilation/Electrical/Facility  
Maintenance
Article 54: Employ ing unit must 
prov ide laborers with occupational 
saf ety  and health conditions 
conf orming to prov isions of  the State 
and necessary  articles of  labor 
protection, and prov ide regular health 
examination f or laborers engaged in 
work.
All v entilation, plumbing, electrical, and 
lighting serv ices shall be prov ided and 
maintained to conf orm to applicable laws 
and prev ent hazardous conditions to 
employ ees in the f acility .
There is no protection f or high and low 
pressure wires.
v isual 
inspection, 
record rev iew
Factory  to install wider guard rails and 
warning signs around high v oltage 
equipment.
30-Jun-04 Factory  has erected wider guarding rails 
around the high v oltage equipment inside 
the f actory  area. Warning signs, such as  
"Electricity : DANGER" and "Do not climb" 
hav e been posted.
site inspection Complete Areas where high v oltage equipment 
are surrounded by  f ences. Warning 
signs were observ ed posted.
f actory  tour
Accident record increasing ev ery  y ear, 
especially  needle punching.
Factory  to prov ide more saf ety  
training to workers on how to use the 
needle guards installed on the sewing 
machines.
30-Jul-04 No progress made. worker interv iews Pending No progress made. According to PC 
policy , a warning letter will be issued 
f or noncompliance f ound and f ailure 
to implement remediation.
Training on machine operation and f irst 
aid prov ided to workers in March 2006. 
Workers ref lected knowledge of  proper 
machine operation.
document rev iew, 
attendance 
record, photos, 
training materials, 
worker interv iew
Risk of  noncompliance due to lack of  
management sy stems.
Wastewater slot near canteen. No f irewall 
f or storehouse on the f irst f loor. No 
protection appliance f or sewing 
machines. Bad smell and germs f rom 
recy cled and re-used wastewater.
Factory  to cov er the wastewater slot 
near canteen, install f ire sprinkler 
sy stem inside material warehouse, and 
check all the sewing machines 
regularly  to ensure saf ety  guards are 
used correctly .
30-Jul-04 Factory  has cov ered wastewater slot 
near canteen. Fire sprinkler sy stem has 
been installed inside material warehouse. 
Factory  will check all the sewing 
machines regularly  to ensure saf ety  
guards are used correctly .
site inspection Complete and 
Ongoing
Wastewater slot observ ed cov ered. 
Fire sprinkler sy stem is in place within 
the material warehouse. Regular use of  
saf ety  guards f or sewing machines will 
be enf orced by  line leader. Howev er, 
approximately  20% of  workers were 
observ ed not using guards.
f actory  tour Factory  management and superv isors 
will conduct regular saf ety  inspections on 
f loor and ensure intensif ied saf ety  
training  is prov ided to workers who are 
not using saf ety  guards at work. 
Superv isors will also be trained on how to 
monitor the situation ev ery day  to ensure 
sustainable compliance.
Employ er 
Interf erence/Elections
Workers’ organizations hav e the right to 
elect their representativ es and conduct their 
activ ities without employ er interf erence.
Members of  trade union are chosen by  
the management, and all are f rom 
management.
worker interv iew No proper communication channel 
between f actory  management and 
workers, who are not clear about 
the  existence and f unction of  
worker's representativ es.
As f ree trade union is legally  restricted 
by  the gov ernment in China, 
alternativ e means f or independent and 
f ree association or collectiv e 
bargaining should be promoted, such 
as HSE or Welf are Committees. 
Besides, f actory  management shall 
implement sy stems to ensure 
ef f ectiv e communication with 
employ ees. Management should 
inf orm all workers of  the existence and 
f unction of  workers' representativ es of  
the of f icial trade union. 
31-Dec-04 On-going Both HSE and Worker's Welf are 
Committee hav e been set up and 
monthly  meetings were organized to 
discuss issues of  concern in the 
workplace. Progress made. 
committee 
documents, 
meeting minutes
1) 2nd H&S Committee established 
Nov ember 3, 2004; meetings held 
ev ery  3 months. Meeting minutes 
prov ided to audit team.  Meetings 
discussed all H&S issues and assigned 
each issue to a staf f  member to be 
responsible f or making sure policies or 
new regulations are implemented well. 
2) 3rd section of  Welf are Committee 
established in December 2005; there 
are 27 members, including 23 workers 
and 4 managers. Workers are 
welcomed to join the committee. 
Meeting minutes  observ ed to be in 
document rev iew
Indication of  Noncompliance 
(Data that has not been 
v erif ied.)
Workers hav e no awareness of  trade 
union.
Workers are not aware of  the 
existence and f unction of  worker's 
representativ e inside of f icial trade 
union.
Factory  management should inf orm 
workers of  the existence and f unction 
of  the of f icial trade union. In addition, 
f actory  shall make sure workers are 
aware of  other means of  
communications, such as Welf are and 
HSE Committees. Committees should 
hold regular meetings. Meeting minutes 
and a record of  discussions should be 
posted in a public place inside the 
f actory .
31-Dec-04 Pending Factory  is publishing the meeting 
minutes now in the f actory  area. 
Elections f or Worker's Welf are 
Committee will be held at the 
beginning of  next y ear; training on the 
f unction of  the Welf are Committee 
will be prov ided to workers prior to the 
election. 
committee 
documents, 
meeting minutes
Election f or Welf are Committee was 
held in Nov ember 2005 and new 
Welf are Committee was in place in 
December 2005. Since then, 
committee meetings were held about 
ev ery  45 day s. At the meeting, topics 
about canteen f ood, dormitory  
condition, attendance bonus, health 
check, etc. are discussed. Factory  
admin staf f  gav e classroom trainings 
to workers on f unction of  such 
committee. Most workers are now 
committee 
meeting minutes, 
notices issued, 
worker interv iew
According to interv iews, workers are 
aware of  the committees existence.
worker interv iew
Remediation
Employ ers will prov ide a saf e and healthy  working env ironment to prev ent accidents and injury  to health arising 
out of , linked with, or occurring in the course of  work or as a result of  the operation of  employ er f acilities.
7. Freedom of Association and Collective Bargaining
Employ ers will recognize and respect the right of  employ ees to f reedom of  association and collectiv e bargaining.
FLA Comment: The Chinese constitution guarantees Freedom of Association 
(FOA); however, the Trade Union Act prevents the establishment of trade unions 
independent of the sole official trade union - the All China Federation of Trade 
Unions (ACFTU). According to the ILO, many provisions of the Trade Union Act are 
contrary to the fundamental principles of FOA, including the non-recognition of the 
right to strike. As a consequence, all factories in China fall short of the ILO 
standards on the right to organize and bargain collectively. However, the 
government has introduced new regulations that could improve the functioning of 
the labor relations mechanisms. The Amended Trade Union Act of Oct. 2001 
stipulates that union committees have to be democratically elected at members’  
assemblies and trade unions must be accountable to their members. The trade union 
has the responsibility to consult with management on key issues of importance to 
their members and to sign collective agreements. Trade unions also have an 
enhanced role in dispute resolution. In Dec. 2003, the Collective Contracts Decree 
introduced the obligation for representative trade unions and employers to negotiate 
collective agreements, in contrast to the previous system of non-negotiated 
No person will be subject to any  discrimination in employ ment, including hiring, salary , benef its, adv ancement, 
discipline, termination or retirement, on the basis of  gender, race, religion, age, disability , sexual orientation, 
nationality , political opinion, or social or ethnic origin.
FLA Monitoring Visit Profile IEV Profile
Ev ery  employ ee will be treated with respect and dignity .  No employ ee will be subject to any  phy sical, sexual, 
psy chological or v erbal harassment of  abuse.
China
12021546C
Kenan Institute Asia
China
There will not be any  use of  f orced labor, whether in the f orm of  prison labor, indentured labor, bonded labor or 
otherwise.
No person will be employ ed at an age y ounger than 15 (or 14 where the law of  the country  of  manuf acture allows) 
or y ounger than the age f or completing compulsory  education in the country  of  manuf acture where such age is 
higher than 15.
2. Forced Labor 
Findings
12021546CV
Cutting, Sewing, Packing
Company Verification Follow Up
Cutting, Sewing, Packing
ALGI
March 17, 2004
3,500
3,500
1
adidas AG
May 23-24, 2006
2
adidas AG
3,500
3,500
Third-Party Verification Company Verification Follow UpUpdates
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(May 22-23, 2006)
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Documentatio
n
Company Follow Up                      
(December 2006)
Documentatio
n
Company Follow Up                                    
(September 2007)
Documentatio
n
Company Follow Up                                
(Nov ember 29, 2007)
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Company Follow Up 
(July 2, 2008)
Documentatio
n
Company Follow Up 
(June 11, 2009)
Documentation
Company Follow Up 
(January 20, 2010)
Documentatio
n
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(December 20, 2010)
Documentatio
n
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(May 2012)
Documentatio
n
Company Follow Up 
(December 2012)
Documentation
Company Follow Up 
(February 2014)
Documentation Status
RemediationFindings Company Verification Follow UpThird-Party Verification Company Verification Follow UpUpdates
8. Wages and Benefits
Deduction f or Serv ices Temporary  Regulations Regarding 
Pay ment of  Wages of  PRC: Article 
15.  Employ er may  not deduct f ees 
or f ines f rom laborers' wages. Under 
the f ollowing conditions, employ er 
may  deduct f ees on other parties’ 
behalf : 1) Personal income tax; 2) 
Social security ; 3) Child support, 
alimony  as ordered by  the court; and 
4) Other legally  sanctioned f ees and 
f ines.
Deductions f or serv ices to employ ees will 
not exceed the cost of  the serv ice to the 
employ er. If  questioned, employ ers will 
demonstrate the reasonableness of  these 
charges.
The f actory  deducts board, meals, 
temporary  registration and an item titled 
other  directly  f rom workers' pay  slips. 
Workers do not know what the item titled 
other  is.
Workers must be allowed to choose 
whether to eat at the f actory  canteen 
or not. If  they  choose to eat outside, 
they  should not be required to pay  f or 
the meals. Factory  shall post a public 
notice and prov ide training to workers 
to explain all the items specif ied on 
worker's pay  slip.
30-Jul-04 Complete 1) Management has v erbally  inf ormed 
workers of  option to eat at f actory  
canteen or not. New policy  states that 
if  they  choose to eat outside, they  
will not be required to pay  f or meals; 
there will not be a deduction f rom 
worker's pay check. 2) Factory  has 
posted a public notice and prov ided 
training to workers to explain all the 
items specif ied on worker's pay  slip.
worker interv iew Training records were v erif ied by  audit 
team. Updated policy  is posted on 
notice board f or workers' inf ormation. 
worker interv iew, 
training record, 
f actory  inspection
Legal Benef its Article 72: The sources of  social 
insurance f unds shall be determined 
according to the branches of  
insurance, and an ov erall raising of  
social insurance f unds shall be 
practiced step by  step. The 
employ ing unit and laborers must 
participate in social insurance and 
pay  social insurance premiums in 
accordance with the law.
Employ ers will prov ide all legally  mandated 
benef its to all eligible workers.
The f actory  does not pay  social security  
f or all workers.
Only  7.69% workers are now 
enrolled in the pension insurance 
and workers are requested to take 
annual leav e during low seasons.
Factory  management should meet the 
basic requirements f rom local legal 
department with regard to social 
security  schemes. The f actory  shall 
work out a plan to make sure all 
workers are cov ered by  social security  
scheme and inf orm all workers that 
they  participate in the social security  
scheme. 
31-Dec-04 Pending All workers are cov ered by  work-
related injury  insurance, but only  
7.69% workers are cov ered by  
pension scheme. PC to continue to 
work with management to ensure 
pension cov erage f or all employ ees is 
prov ided. 
social security  
pay ment receipt, 
insurance records
All workers are cov ered by  work-related 
injury  insurance. Factory  management 
is continuously  working on enrolling 
more workers in the pension scheme, 
currently  15% of  workers hav e been 
enrolled.   
social security  
pay ment receipt, 
insurance records
1) Facility  registered all workers (3,996 
in May ) with occupational injury , 452 
workers with pension and 448 with 
medical care. As per conf irmation with 
local social insurance bureau, maternity  
and unemploy ment insurances are not 
required in local area. Facility  obtained 
a statement f rom local social insurance 
bureau, stating detailed numbers of  
workers registered with pension, 
medical care and injury  insurance. 
Statement is v alid f rom May  10- 
August 9, 2005. 2)  Workers are 
requested to take annual leav e during 
low seasons.
receipt rev iew, 
statement rev iew
Currently , 15% of  workers hav e been 
enrolled in the pension scheme. Factory  
is currently  working on increasing the 
percentage of  workers to be enrolled in 
the pension scheme. Factory  
management to increase percentage by  
Nov ember 2006. 
Due to worker turnov er, percentage dropped 
to 12% only . Factory 's explanation is that 
during low season, some employ ees who 
were registered in pension plan lef t f actory ; 
since high season began again f actory  
recruited many  more employ ees.   Factory  
does not enroll new employ ees in pension 
scheme until they  pass probation. 
Currently , most employ ees are reluctant to 
be enrolled in pension scheme because 
since July  2006, pension scheme policy  
was rev ised and employ ees get less benef it 
than bef ore. As a result, the number of  
workers enrolled in pension scheme has 
dropped.  Factory  management has been 
asked to work out a f easible plan to ensure 
they  increase percentage of  workers in 
social security  scheme, e.g. more trainings 
f or employ ees and ask employ ees to sign 
up f or pension scheme v oluntarily .    
Due to worker turnov er, percentage of  enrollment in 
pension scheme is now 13.17%. Howev er, f actory  
meets adidas SEA requirements regarding work-
related injury  insurance, medical insurance and 
maternity  benef its. So it is suggested that f actory  
increase enrollment of  pension, although current 
practice meets the local labor authority 's 
requirement.
document rev iew Percentage of  enrollment in pension scheme 
is 12.97% now because of  increased turnov er 
rate during the end of  this y ear. Factory  is 
going to increase percentage to 16% in 
beginning of  2008.
document rev iew, 
management 
interv iew
Percentage of  worker enrollment in a 
pension scheme has increased f rom 
12.97 to 30%. Factory  management 
plans increase this percentage within 
the next 6 months. 
document 
rev iew;
worker and 
management 
interv iew
Percentage of  worker enrollment in a 
pension scheme has been increased 
f rom 30% to 38.8%. Factory  
achiev ed their goal and will keep 
continued improv ement.
document rev iew;
worker and 
management 
interv iew
Percentage of  worker enrollment in a 
pension scheme has been increased 
f rom 38.8% to 42%. Factory  achiev ed 
their goal and will keep continue to enroll 
workers.  
document 
rev iew;
worker and 
management 
interv iew
Factory  contributes 100% of  employ ees with 
medical and workplace injury  insurance. Currently , 
41% of  workers hav e joined pension insurance. 
Per management, af ter new Social Insurance Law 
was issued January  1, 2010, some migrant 
workers did not want to join the national pension 
scheme, due to the f act that workers could not 
take out their contribution f rom the national 
scheme when they  leav e (either are terminated or 
resign) the company  they  are working in. They  are 
only  allowed to transf er their contribution to 
another city  or their home town. Factory  has 
prov ided training to workers on Pension Plan 
benef it, but percentage of  contributors has been 
dif f icult to increase dramatically  in 2010. Factory  
will f ollow up the of f icial Implementing Rules of  
new Social Insurance Law, which may  be released 
in late 2011.
document 
rev iew;
worker and 
management 
interv iew
Following adidas SEA requirement, f actory  has 
set up a correctiv e action plan to achiev e 100% 
of  cov erage of  all 5 categories of  social 
insurances by  2014. Currently , f actory  has 
cov ered 100% of  employ ees in 3 categories of  
social security : medical, work injury , and 
maternity  insurance (all f emale employ ees are 
registered in maternity  insurance in f irst month 
of  their pregnancy ). 40% of  employ ees are 
cov ered into pension, while 60% of  workers will 
be cov ered into unemploy ment insurance f rom 
July  2012. Regular training on social insurance 
law and regulations is conducted f or all workers in 
each July .
document 
rev iew;
worker and 
management 
interv iew
Following the Social Security  (SS) Correctiv e 
Action Plan to achiev e 100% of  cov erage of  all 5 
categories of  social insurances by  2014, f actory  
currently  has cov ered 100% of  employ ees in 3 
SS categories: medical, work injury , and 
maternity  insurance (all f emale employ ees are 
registered in maternity  insurance in f irst month 
of  their pregnancy ), 60% of  employ ees hav e 
been cov ered into pension and unemploy ment 
insurance as of  Dec 2012. Regular training on 
social insurance law and regulations is conducted 
f or all workers in July .
document rev iew;
worker and 
management 
interv iew
The f actory  now prov ides 100% of  employ ees with f our 
ty pes of  4 Social Security  (SS) categories (medical, work 
injury , unemploy ment, and maternity  insurance). All 
f emale employ ees are registered in the maternity  
insurance on the f irst month of  their pregnancy ).                                                                                
Pension insurance cov erage was reduced to 51% of  the 
workf orce due to high turnov er during Chinese Lunar New 
Year and f actory  expansion. Some workers who were 
prev iously  enrolled in the pension insurance plan hav e 
since lef t the f actory . As a result, new employ ees were 
not able to be receiv e pension insurance during their f irst 
month of  employ ment.                                                                                  
The f actory  is going to increase the pension insurance 
cov erage to 80% by  the end of  2014.
All workers receiev ed orientation and annual training on 
social insurance laws and regulations. 
A gov ernment-issue Social Security  poster was posted on 
the f actory 's public board to promote worker awareness.
Document rev iew, workers and 
management interv iew
Ongoing
9. Hours of Work
Ov ertime Limitations According to Article 41 of  Labor Law 
of  the PRC, employ ing unit may  
extend working hours as necessitated 
by  its production or business 
operation af ter consultation with the 
trade union and laborers, but 
extended working hours per day  shall 
generally  not exceed 1 hour; if  the 
extension is needed f or special 
reason, under the condition that the 
health of  laborers is guaranteed, the 
extended hours shall not exceed 3 
hours per day . Howev er, total 
extension in a month shall not 
exceed 36 hours.
Except in extraordinary  business 
circumstances, employ ees will (i) not be 
required to work more than lesser of  (a) 48 
hours per week and 12 hours ov ertime or (b) 
the limits on regular and ov ertime hours 
allowed by  law of  country  of  manuf acture 
or, where laws of  country  will not limit hours 
of  work, regular work week in such country  
plus 12 hours ov ertime; and (ii) be entitled 
to at least 1 day  of f  in ev ery  7-day  period. 
An extraordinary  business circumstance is a 
temporary  period of  extra work that could 
not hav e been anticipated or allev iated by  
other reasonable ef f orts.
The f actory  adopts the comprehensiv e 
working hour sy stem, which is 2448 
hours per y ear; howev er, the actual 
working hours of  workers per y ear is 
2767, which exceeds the legal limitation.
v isual 
inspection, 
document 
rev iew,  worker 
interv iews
Workers may  work more than 60 
hours per week during peak 
seasons. From PC audit f indings 
(Nov ember 2004):
Inconsistent working hour records 
f rom cross-checking. Insuf f icient 
compensation f or ov ertime work 
done during public holiday s. 
Correct OT rates not applied. 
Sunday  work perf ormed. Workers 
do not receiv e 1 day  of f  in 7 
working day s. 
Factory  shall dev elop and implement a 
tracking sy stem on all working hours 
of  each worker and make sure the 
number of  weekly  working hours is not 
in excess of  60 hours per week under 
normal working conditions.
8/31/2004 Pending According to management interv iew 
and f actory  policy  rev iew, f actory  is 
tracking and will control the number of  
weekly  working hours to not exceed 
60 hours a week.
document rev iew,
management 
interv iew
Factory  is activ ely  working on 
controlling work hours to be within 60 
hours per week. Factory  pay s attention 
to their capacity  and schedules work 
accordingly . Howev er, during peak 
season, f actory  still worked 66 hours 
per week, exceeding SOE. But 1 day  
of f  per week is guaranteed. As a 
result, f actory  is planning to buy  more 
machines and recruit more workers f or 
next peak season, in addition to 
improv ing ef f iciency . Moreov er, 
f actory  is committed to cutting some 
orders in case the total order v olume 
exceeds their capacity .
document rev iew; 
worker and 
management 
interv iews
1) April-September 2005, employ ees 
worked 50 hours a week: 40 regular 
hours + 10 OT. In total, employ ees 
worked 40 OT hours per month, 
exceeding limitation of  36 OT hours 
allowed by  China labor law. October 
2005-May  2006, employ ees worked 60-
66 hours a week, exceeding adidas' 60 
work hours a week limit. 
Comprehensiv e working hour permits 
(f or 2004, 2005, 2006) issued by  local 
[Town name] labor of f ice v erif ied as 
inv alid. Per local labor bureau contact, 
authorities lower than district lev el are 
not eligible to issue comprehensiv e 
working hour permits. 2) Security  guard 
time card rev iew f ound that 1 out of  30 
guards worked consecutiv ely  f or 7 
time record rev iew 1) Action plan issued to f actory  requires 
them to hav e necessary  management 
sy stems f or work hours. Factory  has 
committed to buy ing more machines and 
recruiting more workers f or next peak 
season. 2) Regarding the comprehensiv e 
work hour permit, f actories in [Area 
name] are not able to obtain these 
permits any more. Labor bureau is 
controlling this v ery  strictly , as this issue 
has become an industry  and region-wide 
problem. Currently , this permit is not 
accepted by  adidas. adidas is f ocusing 
on ensuring f actory  respects 60 hours a 
week standard. 3) Factory  has also been 
required to put necessary  controls in 
place f or security  guards and other non-
production workers (e.g., their work 
1) Work hours still exceed 60 hours per 
week due to high season. Howev er, f actory  
has taken some measures to improv e and 
control the situation. 1 additional production 
line added and machinery  increased by  2%. 
Production plan is computerized and 
f orecast has already  been completed. 
Factory  management rejected some orders 
due to their f ull capacity . Factory  tracks 
work hours using weekly  work hours. 
Excessiv e OT is caused by  material delay . 
2) For security  guards, a working/rest-day  
shif t is planned in adv anced so 1 day  of f  
per week is guaranteed.
In the last 6 months, working hours were within 60 
hours per week.
document rev iew In the past two months, work hours were within 
60 hours per week.
document rev iew
Risk of  Noncompliance Due 
to Lack of  Management 
Sy stems
Notice beside swipe card machine 
indicates that workers must swipe 13 
minutes bef ore working, and must f inish 
swiping card 13 minutes af ter working.
Factory  shall post clarif ication notice 
in public and explain to workers in 
detail when and how to punch time 
cards. If  f actory  policy  includes a 
certain number of  minutes of  tolerance 
to allow f or all workers to punch in, 
f actory  should state policy  clearly  and 
inf orm all workers of  the policy . 
Workers shall not be required to punch 
in prior to or af ter regular working hours 
unless they  are compensated with 
ov ertime pay . 
31-Jul-04 Complete Factory  has posted a clarif ication 
notice and explained to workers in 
detail the policies and procedures f or 
punching time cards. Workers are not 
be required to punch in prior to or 
af ter regular work hours unless they  
are compensated with ov ertime pay . 
posters, worker 
interv iews
The notice is in use and trainings are 
prov ided. Workers are clear about the 
requirements on swiping time cards.
notice issued, 
worker interv iews
Workers expressed understanding of  
the policies and procedures f or 
punching time cards. The f actory  
posted a notice regarding procedures 
f or time card punching next to time 
card dev ice.
worker interv iew, 
f actory  
inspection, 
practice 
observ ation
10. Overtime 
Compensation
As per internal audit f indings 
(Nov ember 2004), correct 
ov ertime rates are not applied.  
Factory  shall prov ide at least 1 day  
of f  in 7 work day s. 
Immediately Pending See PC Internal Audit f indings. 
According to PC policy , a warning 
letter will be issued f or noncompliance 
f ound and f ailure to response to 
remediation requested.
Per pay roll rev iew f rom October 2005-
April 2006 f or piece rate workers (50%) 
and hour rate workers (50%), ov ertime 
rates applied to all workers are v erif ied 
to be in compliance.                                     
pay roll rev iew, 
worker interv iew
Miscellaneous
In addition to their compensation f or regular hours of  work, employ ees will be compensated f or ov ertime hours at 
such premium rate as is legally  required in the country  of  manuf acture or, in those countries where such laws will 
not exist, at a rate at least equal to their regular hourly  compensation rate.
Employ ers recognize that wages are essential to meeting employ ees’ basic needs. Employ ers will pay  
employ ees, as a base, at least the minimum wage required by  local law or the prev ailing industry  wage, 
whichev er is higher, and will prov ide legally  mandated benef its.
Except in extraordinary  business circumstances, employ ees will (i) not be required to work more than the lesser 
of  (a) 48 hours per week and 12 hours ov ertime or (b) the limits on regular and ov ertime hours allowed by  the law 
of  the country  of  manuf acture or, where the laws of  such country  will not limit the hours of  work, the regular work 
week in such country  plus 12 hours ov ertime; and (ii) be entitled to at least one day  of f  in ev ery  sev en day  
period.
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